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editor's letter 


BY: PATRICK O'CONNELL 







What a hot summer we've had. Most of the country 
is either holed up in the AC or wearing as little as is 
socially acceptable. Mostly it's those Generation Y 
kids. What are they thinking? Are flip-flops now work- 
appropriate? How different can a 25-year-old be from 
me? Are we completely disconnected or do we share 
some commonalities? 

Many Gen Yers, and even some "hip" Xers, are very 
fond of body art. I don't get into it much, but I've seen 
some pretty crazy examples lately of people with "I 
heart Angela" or "Brad is mine." It's a pretty perma- 
nent demonstration of one's fondness, or loyalty, to 
another person. 

As marketers, we know that loyal customers are our 
best customers. We love them (probably not enough 
to tattoo) and we treat them as best we can. But have 
you stopped to think what makes your best customers 
your most loyal customers? It's probably a little more 
complex than you think. 

I'm loyal to a slew of organizations — airlines, hotels, 
certain stores and my local dry cleaner, bar and baker. 
Why? Product and experience are part of it, duh. But 
there's more. It's the acknowledgement of being a 
favored patron, either in person ("Hello, Mr. O'Connell!") 
or through some other communication (a special offer 
mailed to me or my monthly points summary). In any 
case, the communication is directed to me, just for me. 

This leads me to believe (and know) I'm not part of 
the herd. I'm special, and the organization treats me 
so. It's partly that special feeling that keeps me go- 
ing back. (Deliver features two stories in this issue 
about wildly successful loyalty programs we're all 
likely somewhat or very familiar with.) 
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GREAT MAGAZINE! CAN I GET BACK ISSUES? 

I received my first issue of Deliver Magazine (July 2005, Volume 1, 
Issue 3). Great magazine!!! I was wondering if I could receive back 
issues — March and May. 

Thank you. 

Jason Olson 
Urbandale, Iowa 


WELCOME to the feedback 
portion of Deliver .™ This is 
your space to fill with ideas, 
comments, suggestions and 
opinions. Please feel free to 
send us your questions, com- 
ments and suggestions. We 
want to hear from you — the 
good, the bad or just plain 
ugly. Send all feedback to: 

FEEDBACK 
DELIVER MAGAZINE 
PO. BOX 2120 
WARREN, Ml 48093 

Or e-mail the information to 
us at delivermag@usps.com. 




PRINTED ON RECYCLED PAPER 
WITH 10% POSTCONSUMER WASTE 


Editor's Note: You can find all the back issues of the magazine in PDF format online 
at our Web site: usps.com/delivermag. It's also a great spot to change your address 
information or sign up your colleagues to receive Deliver. 

GLAD TO SEE A COMPANY WORKING WITH DEALERS 

Great job on the latest issue, particularly the story on John Deere and its use of print-on- 
demand brochures. Too often, corporations are more focused on forcing their marketing 
down the throats of dealers or franchisees than in sharing a relationship. I'm glad to see 
that there are companies out there that get it, and are willing to work with their dealers 
and jointly market their products and services. 

I hope to see more innovative approaches in upcoming editions of the magazine. 
Keep up the good work. 


Sridhar Ramakrishnan 
Lexington, Ky. 

LOVE THE MAGAZINE. HOW DO I GET FEATURED? 

Hey Deliver : Love the content. Love the graphics. Love the opinions — most of the 
time, at least. 

PS. So, how do I get my business in your magazine? 

Patricia Haun 
Kenosha, Wis. 

Editor's Note: Thanks for the raves. Getting in our magazine is simple: Be innovative 
and cutting edge in your marketing — then send your best ideas to Deliver magazine, 
30400 Van Dyke Ave., Warren, Ml 48093, or via e-mail at delivermag@usps.com. 
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OK, we'll admit it. There's nothing we enjoy more than taking a 
stand. We love telling other folks they're wrong and then listing 
the reasons why. 

So it kills us that we're on the fence about this issue of direct 
marketing and its role in branding. 

Last issue we featured an opinion column on why direct is a 
critical part of branding. That makes total sense to us. 

Now, we have copywriter Bob Bly telling us that worrying about 
branding dilutes the message and the effectiveness of direct, 
that it's all about getting the desired response (see opposite 
page). Well, that makes sense, too. 

You see our conundrum. 

So here's the deal: Direct marketing is clearly superior at 
generating a response — there are reams of data supporting 
that notion. But it can do more than that. Limit your direct 
marketing to a "response-only" format and you risk losing the 
many other benefits it offers, among them, brand building. 

After all, Capital One was just trying to get people to sign 
up for credit cards when it began mailing offers 10 years ago. 
Yet today it's a megabrand partly because the company 
recognized the greater marketing opportunity and began 
branding its direct mail with logo and brand messages. 
Result: significantly increased response. 

American Express runs a fantastic loyalty 
program (see page 24) and uses direct for 
personalized one-to-one communication 
and to stimulate response, but it also makes 
sure its marketing thoroughly reflects the 
concept of the program and the essence 
of one of the world's best-known brands. 

So, here we are, taking the fence and say- 
ing that direct does both. Hands down, 
it's absolutely the best way to generate 
response. But it's equally adept at building a 
brand, raising awareness, generating consid- 
eration — you name it. 


Is one more important than the other? Well, we 
think if you're an astute marketer, you shouldn't give 
up either one. Use direct to drive response, j 
but make darn sure your brand ' 

benefits, too. 
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the awful truth about branding 


Should direct marketers 
worry about it? 

Yes, according to a recent article in Deliver. But it should 
be obvious direct marketers aren't hired to build a brand — 
but to execute profitable, measurable responses. 

Marketers, the article states, must recognize both 
how their work impacts the brand and how the brand 
affects their work. Marketers who don't acknowledge 
these things are naive and will lose sales. 

Sorry, but that's where the article is dead wrong. 

Direct response copywriters, for example, have a 
responsibility to do one thing and one thing only: to 
maximize return on investment (ROD from every pro- 
motion they write. Direct response isn't a branding 
tool. People barely remember million-dollar TV cam- 
paigns. They forget 99.99 percent of your mail the 
minute they toss it. 

Whenever copywriters subordinate ROI to worrying 
about the impact their work has on the brand — or 
anything else — they compromise the ability of a pro- 
motion to maximize response. 

When I sit down to write a letter, I think of only one thing: 
"What true, ethical and legal thing can I say that will 
get my prospect to buy this product?" Not, "How can 
I create a good image?" or "How does this build the 
brand?" I have been doing it this way for 25 years 


with pretty good results. So, what branding guidelines 
should direct mail copywriters follow and which should 
they ignore? Here are three quick recommendations 
you ignore at your peril: 

1. Whenever your product has a strong, well-recognized, 
respected brand, leverage that in your direct mail. For 
instance, if you are selling subscriptions to a stock 
market newsletter from The Motley Fool, feature the 
famous fool icon. 

2. Don't force your direct marketing copywriter or agency 
to use specific branding tag lines, wording or images in 
their copy and design. Do not make it a requirement or 
even a suggestion to follow the branding guidelines. 

Reason: The minute your creative team begins worry- 
ing about anything other than ROI, you compromise the 
integrity of your DM package and its ability to achieve 
your primary mission of generating maximum response. 

3. Be aware that many branding guidelines, especially 
bright corporate colors, large logos and slick graph- 
ics, can actually depress response to direct mail. You 
see, direct mail often works best when it doesn't 
look like marketing communications or advertising 
and instead more closely resembles a real, personal 
letter. Adding all the branding stuff can quickly elimi- 
nate that edge. El 

Robert W. Bly is a freelance direct response copywriter and the 
author of more than 50 books including The Complete Idiot's 
Guide to Direct Marketing (Alpha). His e-mail address is rwbly@bly 
.com and his Web site address is bly.com. 
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The U.S. Postal 
Service white 
paper. Genera- 
tion X, Genera- 
tion Y and the 
Mail, defines 
Generation X as 
those born be- 
tween 1965 and 
1976, ages 29 to 
40, and Genera- 
tion Y as those 
born between 
1977 and 1994, 
ages 11 to 28. To 
receive a copy of 
the white paper 
detailing their 
use of mail, visit 
usps.com/ 
delivermag. 



mind your 
x's and y's 

Content-driven solutions 
help brands connect 
with these marketing- 
savvy generations in a 
different way 


Consumers within the three-de- 
cade span comprising Genera- 
tion X and Y tend to multitask in a 
way that can shut out traditional 
advertising messages. Successful 
prospecting and retention within 
this marketing-savvy segment — 
especially Gen Y — requires an 
equally multifaceted approach. 

"They're very fragmented in their 
media consumption habits," ex- 
plains Derek White, executive vice 
president of Alloy Inc., a leading 
merchandising, media and market- 
ing services company catering to 
the youth audience." They're watch- 
ing TV while simultaneously using 
the computer, taking calls on their 
cell phone, and flipping through a 
magazine or catalog." 

How will they notice your mes- 
sage with so many distractions? 
Many marketers are finding that 
customized, content-driven mul- 
timedia solutions will capture 
their attention. 



By including in-school and in-theater product samplings along 
with sending their catalogs. Alloy, Delia and CCS have all found 
a way to gain the attention of their Gen X and Gen Y readers. 


FOX network, for example, wanted to generate buzz 
about its series, " The OCT before the show debuted 
in August 2003. Fox mailed DVDs of the pilot episode 
to teens before the premiere. 

It's a smart approach for FOX and other marketers, ac- 
cording to a white paper published recently by the U.S. 
Postal Service®. Generation X, Generation Y and the 
Mail reports that younger generations use their mail 
in similar ways as older generations. The study notes 
that while the two younger groups are more "ad-wise," 
they are very open to promotional messages relevant 
to their interests. In fact, three-fourths of the Genera- 
tion Xers and nearly eight in 10 Generation Yers say 
they read direct mail advertising. 



or place ads or inserts in catalogs mailed to house- 
holds meeting specific demographic requirements. For 
example, households with teens who are high school 
juniors might receive catalogs with ads or inserts for 
college prep programs, while those with girls ages 14 
to 17 could receive catalogs with acne cream ads. 


Reaching this multitasking demographic calls for com- 
ing at them from several different directions with in- 
tegrated messages involving broadcast, print, the 
Internet and on-site sampling. 

Alloy, for example, leverages four catalogs: Alloy and 
Delia's for girls' apparel, and CCS and Dan's Comp 
for skateboards, snowboards, BMX bikes and related 
apparel — with other efforts such as in-school 
and in-theater product sampling teams as 
well as books, all aimed at this 25-million 
strong demographic. 

The company also adapts information in its cus- 
tomer and prospect databases to present other 
businesses with new custom content market- 
ing channels. Alloy's marketing clients can send 
bounce-back inserts with merchandise orders 


Measurable results show the catalog ad and insert 
programs have been effective in campaigns aimed 
at Gen X and Gen Y consumers. 

"One company reported that the direct response re- 
sults with our program are 20 to 30 percent better than 
with other traditional print campaigns, which clearly 
demonstrates how saturating consumers within this 
demographic can pay off," says White. 53 
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BY: ANNE MARIE SYLVESTER technology/products DEPARTMENT 



To learn more about 
tracking mail, visit 
usps.com/delivermag 
and request a copy of 
the CONFIRM CD ROM. 



CONFIRM® 
your business 

Technology helps 
companies anticipate 
customer responses 


Do you know if the right mail is being sent to the right 
target at the right time? 

"That might sound like a very small thing," notes 
Martin Bernstein, Media Transportation, Small Pack- 
age and Postal Relations manager at JC Penney, "but 
when you mail over a billion pieces of mail a year, it's 
very critical that we know the customer received it, 
and that they're responding to that offer." 

Knowing when your offer actually gets into a target's 
mailbox is key to anticipating when customers will react 
by placing orders or making payments. This knowledge 
can help companies plan inventory adjustments, call 
center staffing and timing for second-notice mailings. 



JC Penney was seeking this kind of information when it 
participated in a pilot program five years ago for CON- 
FIRM®, a new barcode and database tracking system 
the retailer now uses for all of its direct mail tracking. 

Calling direct mail "a key cornerstone of a market- 
ing program," Bernstein says CONFIRM data, gath- 
ered from its direct mail pieces, allows JC Penney to 
"supplement additional types of marketing efforts 
that follow-up on the mail." He says the CONFIRM 
tracking system has helped JC Penney conclude they 
are spending their marketing dollars in the right place, 
which will lead to higher sales. 

The CONFIRM program launched in 2002 and has grown 
to a 200-member subscriber list of large retailers, finan- 
cial institutions, fulfillment houses, mailing service pro- 
viders and insurance companies. "We began developing 
this technology to address a need within the mailing in- 
dustry to put some visibility into the mail stream on let- 
ters and flat mail pieces (8 1/2 x 11 nonfolded mail) so that 
mailers could make better marketing-related business 
decisions," says Vincent DeAngelis, USPS manager of 
Value Added and Special Services. 

Companies are leveraging this information to know 
exactly when their promotional pieces are reaching 
their target markets prior to a sale — and, if they're 
seeking a multichannel marketing approach, synchro- 
nize e-mail and telemarketing events with direct mail. 

The U.S. Postal Service® says it moves about 1 billion 
pieces of mail a day and the CONFIRM database services 
about 2 percent of its letter mail. "That means we have 
plenty of room to grow," says DeAngelis. "As we further 
enhance the technology, we'll reach out to businesses of 
varying sizes and demonstrate the value of the CONFIRM 
tracking tool." El 
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Marketers who adapt their practices and empower consumers will 
connect more effectively with their target, according to The 2005 
Marketing Receptivity Survey from Yankelovich Partners. 

"It's not the methods, it's the practices," says J. Walker Smith, president 
of the Chapel Hill, N.C -based marketing consulting firm and an author 
of Coming to Concurrence. "It's a requirement to have insights into the 
attitudes of today's consumer. Convenience used to mean 'easy for me 
to get to.' Now it means 'what I want, when I want it, wherever I am.' " 


CD 
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56% 


of respondents avoid buying brands that saturate them with advertising. 


• 80% of respondents classified as "most resistant" to marketing messages call 
shopping their least-favorite activity. Research also shows consumers want better 
marketing more than they want new media. Additionally, 80% resist sales of e-mail 
lists without permission and 79% resist sales of mailing lists without permission. 




the vanishing 


SO, WHAT DO CONSUMERS WANT? 


The Yankelovich MONITOR® survey, begun in 1971, is the 
first and longest-running tracking of marketplace trends. 
The 2005 Marketing Receptivity Survey — designed to 
help reengage consumers — was conducted among 600 
empanelled MONITOR respondents with data weighted 
to ensure a nationally representative sampling of con- 
sumers age 16 and over. 


Respondents to the telephone survey tell marketers 
there's much work to do: 


• 43% don't want to spend time with marketing 
that's long and vague: They want a "What's in it for me?" 
approach. If it's direct mail, they want it customized. 


People respond best to direct mail that delivers per- 
sonal value for the time spent reading it, not the typical 
letter that only describe the value people would get by 
buying the product. 


•33% won't look at marketing when they believe 
they are not "in charge." They place a value on their 
time and will respond to marketing when it's conve- 
nient and relevant. 


One solution? Convert marketing into an information 
forum. The Progressive Direct Group of Insurance 
Companies, for example, encourages consumers to 


make informed decisions about their auto insurance 
and gives the tools to do so. By visiting progressive, 
com, consumers can obtain Progressive Direct's rates 
along with the rates of other leading companies. 


THE FIX 

The study suggests a four-prong approach: 


For Progressive Direct, this means consumers may 
end up leaving to get a quote from one of its competi- 
tors. In this way, Progressive Direct can present itself 
as a resource for consumers. 


• 32% like marketing personally communicated 
by friends or experts they trust, but the message 
must be worth talking about to be passed along. 


One bright note: 

• Growth in the percentage of consumers who actu- 
ally like advertising — up to 55% from the previous 
year's 47%. 



^ • Change marketing practices, then shape me- 

dia accordingly. Ask permission. Show respect. 
Empower. Give an instant reward, whether it's 
in the form of entertainment or information. 

2 • Ensure the brand measures up. A brand 
must show it cares more about its custom- 
ers than about itself, according to Yankelov- 
ich's studies. What counts most for the con- 
sumer? Time. When people spend time with 
a company's marketers, they want some- 
thing in return right then and there. 

3 • Embrace resistant consumers with mes- 
sages that not only respect their time but 
convey a sense of integrity, self-sufficiency, 
character and authenticity. 

4 • Give the customer control and offer more 
value. Add precision and relevance to the 
message. Pfaltzgraff is one of hundreds 
of companies doing this now. A highly re- 
spected American stoneware company 
since 1811, Pfaltzgraff did a deep dive into 
consumer attitudes and came up with 
www.pfz.com — a customized site where 
consumers can design their own dinner- 
ware patterns online. The customers who 
store their designs in the PFZ "Gallery" — 
meaning they will be back — are the founda- 
tion of their growth. 
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loyalty programs 
make a huge difference 
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The concept of staying in touch with cus- 
tomers is not exactly new. In 1896, retailers 
began using Sperry 8c Hutchinson Co.’s Green 
Stamps to reward loyal customers. American 
Airlines revolutionized the concept of loyalty 
marketing in 1981 by launching its AAdvantage 
frequent flier program. Now, more than 70 
million Americans are members of frequent 
flier programs, according to a report by The 
Colloquy Group. 


Cendant is capturing the leisure and road-warrior 
traveler with a multimedia approach that's tied 
to its network of brands. Cendant used direct 
mail, e-mail and on-property materials for its 
Explore and Get More Promotion. 


Loyalty initiatives have become indispensable to the airline 
industry, hotels, rental car agencies, credit card companies and 
retailers. In fact, 40 percent of major credit card issuers are oper- 
ating loyalty programs, Colloquy reports. 

As the first airline with a frequent flier program, American 
didn’t have to differentiate itself from competitors when 
AAdvantage debuted almost 25 years ago. But Cendant Hotel 
Group, a New York City-based multibrand provider of travel, 
hospitality and real estate services, had to face that challenge. 

The launch of TripRewards® came several years behind 
the competition. The late start could have been a setback 
for Cendant, which owns Amerihost Inn, Days Inn, Howard 
Johnson, Knights Inn, Ramada, Super 8, Travelodge and 
Wingate Inn. But instead of rushing out with a me-too 
loyalty program, Cendant took the time to do its own cus- 
tomer research to differentiate itself from competitors and 
created a program that targets its core clientele: leisure 
travelers and road warriors. 

“We spent several years in research and design and 
development, so TripRewards was not a quick- to-market 
initiative,” says Jill Noblett, Cendant Hotel Group vice presi- 
dent of loyalty and direct marketing. 

Cendant had six different hotel loyalty programs before 
launching TripRewards in late 2003. Because each of those pro- 
grams operated independently, they did not provide the kind of 
combined marketing punch Cendant needed to stand out. 

“As we grew the company, we were acquiring different 
hotel brands that were all in the mid-market to economy 
sector and we had all sorts of unique programs that weren’t 
cross-pollinating our customer base,” Noblett says. “So we 
saw a huge opportunity to leverage the scale.” 

By wrapping its separate loyalty programs into one multi- 
brand program, Cendant gained a marketing advantage by 
giving customers new opportunities to earn points because they 
could now access the company’s full network of 6,300 hotels. 

Cendant created a unique, easy-to-use points system. 
Members can earn points for free nights not just by stay- 
ing at Cendant’s hotels, but also by purchasing goods and 
services from the company’s participants. 

This “open earn, open burn” network was far different 
from other hotel loyalty programs where consumers earn 
their points by staying at a hotel and then “burn” their points 
on a variety of awards. While many airline frequent flier pro- 
grams allow consumers to earn points by making all kinds 
of purchases — usually with credit cards — and use those 
points for miles with the airline, Cendant combined the 
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best of both by allowing members to earn and redeem 
with a wide variety of program participants. Earning par- 
ticipants include aftermarket specialist Pep Boys; and 
Cendant companies, such as tax preparer Jackson Hewitt 
and car rental agency Avis. Points are redeemed for resort 
vacations, car rentals and airline miles, as well as for gift 
certificates at retailers that include bookstores and fast- 
food restaurants. 

“They have free nights so families and business travelers 
can redeem and stay at some locations that they’d like to 
stay for business or for pleasure,” says Rick Ferguson, edito- 
rial director at The Colloquy Group. “With its gift certifi- 
cates for merchandise and entertainment, the program’s 
rewards appeal very specifically to two core audiences.” 

One year into the new program, approximately 50 per- 
cent of the new members were new customers to Cendant 
hotels. When TripRewards was launched, Cendant con- 
verted 1.7 million members from its existing loyalty pro- 
grams. TripRewards has quickly added new members, 
growing to 4.4 million. 

In addition to strong membership growth, the program 
has succeeded in other areas as well. TripRewards members 
are more profitable to the company than other guests, stay- 
ing longer and spending more. Members were staying an 
average two to three times more often than nonmembers 
and are worth twice as much as nonmembers, Noblett says. 

“We’ve actually seen our loyalty program bring in cus- 
tomers who have never stayed with us before,” Noblett says. 
“So it’s had an acquisition benefit as well. Our approach to 
customer loyalty really does positively impact the business 
in a direct, measurable and quantifiable way that has deliv- 
ered the results we expected. It’s really paid off for us.” 

Cendant attracted new customers to TripRewards by heavy 
promotion in the mass media during its launch. Cendant does 
not explicidy promote TripRewards, but ties it to promotional 
campaigns for its existing brands. A Days Inn print ad, for 
example, might include a reference to the TripRewards pro- 
gram. TripRewards partners also may promote the program 
in their e-mails, ads and newsletters, Noblett says. 

Cendant’s current marketing efforts include quarterly 
statements and a newsletter, along with direct mail pro- 
motions — mostly as tools to inform and update current 
customers. “We primarily leverage direct marketing as 
opposed to a mass approach,” she says. 

American Airlines uses AAdvantage not only to encourage 
loyalty, but also to stay close to its customers by leveraging infor- 
mation on their past destinations to customize future offers. 

“The program has allowed us to not only track the 



kinds of flying they do and what markets they might be 
most interested in, but by people’s own volunteering of 
additional profile information, we can really reach out to 
our customers and connect with them on an individual 
basis,” says Tim Smith, American Airlines manager of cor- 
porate communications. 

American uses the information to quickly and effectively 
deliver highly targeted promotional information about 
offers such as discounts and new destinations via e-mail or 
regular mail. These one-to-one personalized communica- 
tions can include anything from a monthly statement of 
miles to glossy brochures describing new routes or destina- 
tions and onboard services — all designed to reinforce the 
customer relationship. 

“Almost all of this information was delivered through 
regular mail during the early days of the program,” Smith 
says. “While e-mail has exploded and has become the 
choice of many customers, a sizeable proportion want to be 
contacted by regular mail. The information can come to 
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“We actually had the benefit of 
being late to the market because 
we could see what worked and 
what didn’t, where the under- 
served market was.” 

Jill Noblett, Cendant Hotel Group vice president of 
loyalty and direct marketing, referring to the launch of 
Cendant's TripRewards program. 


them in the form of a brochure or letter on American let- 
terhead that’s signed by various people from the AAdvantage 
program. People still want their hard-copy statements and 
American is giving customers what they want. We don’t see 
the personal mail component going away any time soon.” 
Sending targeted information that fits AAdvantage mem- 
bers’ preferences instead of flooding them with online 
information helps explain why the program has been so 
enormously successful: After nearly 25 years, AAdvantage 
has approximately 50 million members. 

“That’s a lot of memberships over the years,” Smith 
says. “Our level of service is robust, as are our business and 
leisure travel markets. One of the most significant things 
that can differentiate one airline over another in a busi- 
ness that has become somewhat commoditized is providing 
currency to the things a customer values the most, whether 
it’s free trips, upgrades, being recognized as a premium 
customer or using their miles. AAdvantage has been a very 
big and successful part of this.” IHI 
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target marketing 


OgilvyOne Worldwide 
hits the bulls-eye by 
surrounding consumers 
with the right message 

OgilvyOne Worldwide uses its proprietary 360 Degree 
Brand Stewardship™ process to build the brand at every 
point of contact with a customer. From a CRM stand- 
point, it creates connectivity any way a customer turns. 

Ogilvy has brought this all-the-angles approach to some 
of the most respected names in business: Jaguar, 
American Express and Unilever, to name a few. 

This method of managing a customer's experience 
with a brand starts with a customer research and seg- 
mentation process that tells exactly who the best cus- 
tomer is, where they are in the purchase process and 
what barriers exist. 

"We really get into the client's customer data," explains 
Michelle Bottomley, OgilvyOne Worldwide general 
manager of consulting services. "We identify a compa- 
ny's best prospects and define their experience with the 
brand. We analyze the purchase process at every stage 
and create a message relevant to them at each point." 

One of Ogilvy 's clients, a Fortune 100 technology com- 
pany, provides a good example of 360-degree success. 
The company launched a recent campaign for its cor- 
porate customers — a segment that makes expensive, 
multiphase purchase decisions and requires vendors 
who understand their business. 

"We looked at best prospects and created a direct mail 
piece to drive those consumers to the Web site," Bot- 
tomley says. "We put buttons on the site that said 'click 
to chat' and 'click to agent.' Those hits go to a call center 
and suddenly you're talking or e-chatting back and forth 
with your potential buyer. It really makes prospects and 
customers feel like they're being taken care of — which 
is key to this particular company's branding strategy." 


Although the execution for this company was multifac- 
eted, the hub of its media delivery was direct mail, sent 
to prospects by experts who understood the customer 
and the product. In fact, Ogilvy employs direct mail as a 
key tool in developing communications strategies be- 
cause it effectively gets consumers to make contact 
and reinforces the brand process after the sale. 

Ogilvy recommends follow-up through call centers, 
Web site interaction, direct mail or a combination. When 
direct mail is the follow-up, it's geared to the brand and 
objective — such as an invitation to a specific sales 
pitch. "It's direct mail that really does the heavy lifting, 
driving customers to the Web or a call center," Bottom- 
ley explains. "From there, we create relevant fulfillment 
to close the sale." 

When consumer goods giant Unilever wanted to zero 
in on their best target, busy moms, Bottomley's group 
created a glossy custom magazine called Home Basics 
to sell the company's 17 brands (which include Lipton, 
Dove, and Slim-Fast). 

"We realized the best way to connect with Unilever's 
best prospects was with a magazine that offers practical 
tips for the busy mom," she says. "It gave us the perfect 
platform to promote all the brands. Instead of direct sell- 
ing Lipton's mint tea, we do a story on relaxing and the 
tea is part of the solution. It's been very successful." 

Ogilvy's approach to matching consumers and their every- 
day needs with brands that can fulfill them is a product 
of careful stewardship, as the name, 360 Degree Brand 
Stewardship, suggests. Their 360-degree take on that has 
helped grow their circle of corporate relationships. 

"We put as much focus on that initial response to a pro- 
motion — someone raising their hand and saying they're 
interested in Unilever, a new Jag or whatever — as we 
do in how we respond to that interest," adds Bottomley. 
"What we do from there is build a relationship between 
them and the brand so we can bring them through the 
marketing funnel, turn them into a customer and build 
lifetime loyalty." ISI 
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the grass is always greener 


Marketers chasing aggressive growth 
goals while overcoming obstacles can 
use 'snapshots' of existing customers 
to effectively zero-in on their best pros- 
pects. Scotts LawnService decided to 
relandscape in 2003 by increasing pros- 
pect response and retention rates as 
part of a long-term goal to widen its 
geographic footprint. 


Scotts 

LawnService 
grows lush thanks 
to prospect 
knowledge 


cated demographic and lifestyle analysis 
of key consumer motivators on top of 
Scotts existing customer segmenta- 
tion to create a "snapshot" of their most 
likely customer. It customized a direct 
messaging strategy based on the type 
of customer Scotts was seeking. Pros- 
pects could respond via mail, telephone 
or the Web. 


In 1997, Scotts LawnService established its initial 
footprint in the market with the acquisition of Emerald 
Green. Through the years, Scotts has sustained growth 
through the direct mail program that contributes to 61 
percent of total spring lawn service sales. 


Vertis Inc., a provider of targeted advertising, media and 
marketing services, overlayed data from their sophisti- 


"We wanted the 'do-it-for-me' customer," says Art 
Hall, senior director at Vertis Integrated Data Solutions 
Group. "These include busy parents with busier kids, the 
weekend golfer who would rather play the back nine 
than fertilize the front lawn, the homeowner who might 
not know the difference between Kentucky bluegrass 
and perennial ryegrass but wants a green, lush lawn the 
neighbors envy." 


ZIP Code™ clustering, along with other proprietary demo- 
graphic and psychographic variables, identified prospects in 
specific areas with common aspirations for their lawns. 


"The campaign helped us overcome the challenge of adding 
new market segments and growing in existing markets," 
says Dan Adams, Scotts LawnSevice marketing manager. 
"With the direct mail program, we target our best prospects 
and develop a communication piece that consumers were 
most likely to take notice of, resulting in increased consumer 
response across all market segments." 


Scotts' goal was to build a fluid model that continues to 
provide insight into their best prospects as the company 
expands territories and factors in rates of attrition. Scotts 
LawnService, a division of The Scotts Company LLC, is 
in 73 of the top 100 U.S. lawn service markets with a goal 
of having a substantial presence in all 100 markets within 
the next several years. This is key to paying off the brand 
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promise. "As we build on our one-to-one direct marketing 
approach, we will focus on communicating clear service 
expectations and industry-leading service for our custom- 
ers," says Adams. 


Results exceeded expectations. Response rates in 
13 initial target markets tracked 15 percent ahead of 
Scotts' historical average in the first year of the pro- 
gram. Even though Scotts has since raised the bar based 
on past performance, the response rates continue to 
increase with each successive program. 


"Working with Scotts, we learned that the more you un- 
derstand your partner's strategic direction, the more ef- 
fectively you can develop a model that addresses their 
challenges and meets long-term goals," says Hall. "Ev- 
eryone has access to the same data, but how you append 
information, then analyze and apply it, separates the ef- 
fectiveness of one model from another." El 
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Members of 
American Express 
Membership Rewards 
aren’t afraid to express 
their devotion 

ANNE MARIE SYLVESTER 

Golf in the morning. A lazy after- 
noon at the spa — maybe a massage 
or pedicure. A few purchases from 
the boutique. Dinner at the five- 
star French cafe. Drinks afterward 
against the backdrop of the spectac- 
ular ocean sunset. 

Cost of the sunset? Free. And the 
rest? Also free. 

People value those customer- 
oriented fruits of the American 
Express Membership Rewards pro- 
gram, which has helped promote loy- 
alty and led to the company’s record 
2004 net income of $3.4 billion. 


September 2005 25 


PHOTOGRAPH BY BILL CIODATO/GETTY 





While not the biggest charge and credit card name- 
plate, American Express confidently calls itself and its 
loyalty program the best. American Express, a 155-year- 
old brand name, offers a variety of cards globally geared 
to consumers, small business owners and corporations. 
Often partnering with major retailers, airlines and hotels 
or co-branding with financial institutions, American 
Express enjoys a bottom line that keeps growing and may 
reach record levels again in 2005. 

American Express uses what it calls a “spend-centric” 
business model, where revenue is derived from charges to 
merchants for transactions with 67.3 million American 
Express card members, and, to a lesser degree, from 
finance charges and fees. The finance charges result from 
revolving credit balances (American Express uses a mix of 
cards — charge cards paid off monthly and credit cards 
carrying a balance) and customer fees, the annual cost to 
a consumer to have a specific card. 

The company has a competitive edge on the spending 
component of its revenue stream because, on average, its 
U.S. card members enrolled in rewards programs spend 
four times as much on American Express cards as they do 
on other cards in their wallets. The result: more payments 
from merchants and more incentives for merchants to 
accept an American Express card. 

IT'S ALL ABOUT RELATIONSHIPS 

Relationship building is a core value of American Express 
Membership Rewards and has been critical to the compa- 
ny’s success. As members accumulate points — typically 
one-point-per-dollar purchase plus double-point promo- 
tions — they can select from a variety of rewards with 
specific appeal to their interests. 

“We increase the value of our business by increasing the 
value of the program to our card members,” says Ralph 
Andretta, American Express senior vice president and 
Membership Rewards general manager. “For us, that means 
continuing to expand the range of our redemption options. 


“We don’t do transactions, we focus on relationships,” 
Andretta continues. “Simply trading points just leaves a 
program and consumers hollow. We want to be closer to 
the customer than that.” 

American Express nurtures this relationship through 
its customer service. American Express places an emphasis 
on communication with customers and quickly addresses 
problems. When customers dispute charges, for example, 
the company quickly removes inaccurate charges. 

Prompt and helpful communication also extends to 
Membership Rewards, which has a dedicated “concierge staff.” 
“When they call us, the customer isn’t a commodity, but 
a member of our family,” Andretta says. “We want them to 
know that we are here to help them plan their reward. You 
want to improve your golf? We’ll find you a golf camp.” 
Concierge specialists make suggestions, provide advice, 
research options and make all the arrangements for a 
reward that fits the member’s point balance. Dream 
rewards have included instruction in rock climbing and 
polo, season tickets for major league baseball and — for 
100,000 points — the chance to bring home a personal 
chef who will teach professional food preparation and 
make a culinary feast for about 10 people. 

The combination of American Express’s focus on cus- 
tomer service and the loyalty program — along with suc- 
cessful mail-based communication — is paying off. More 
than 60 percent of consumer and small business American 
Express cardholders are rewards members, a 100 percent 
increase in just over five years. American Express statistics 
from 2003 showed 4 million U.S. enrollees in Membership 
Rewards and more than 9 million worldwide. 

From a business standpoint, it is significant that credit 
card spending is gaining greater acceptance. Over the 
past several years, American Express has expanded its 
strategy and moved into everyday spend categories, such 
as supermarkets and mass merchandisers, while still main- 
taining a strong position in travel and entertainment. 
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We increase the value of our business by increasing 
the value of the program to our card members. For 
us, that means continuing to expand the range of our 
redemption options.” 


Ralph Andretta, American Express senior vice president 
and Membership Rewards general manager 
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The company was among the first to get into the rewards 
business, starting in 1991 with its Membership Miles pro- 
gram and converting it to Membership Rewards four years 
later as benefits expanded. Andretta explains why: “Rewards 
were just starting to take off and our idea was to offer a 
program with ‘choice.’ Instead of focusing on one airline, 
we gave our card members access to several airline partners. 
Being a spend-based model, we knew the value of loyalty 
— and the value of travel.” Today, that covers travel with 
dozens of car rental, cruise and airline partners, stays at 
more than 250 hotel chains, plus shopping at some 140 
partner-retail outlets. Add to that dining, movie ticket and 
sporting event choices. 

American Express chooses only partners who share the 
company’s values and dedication to building relations with cus- 
tomers. “Our brand promise is based on trust, integrity, loyalty 


AMERICAN 

EXPRESS 

LOYALTY PROGRAM 
DIRECT ELEMENTS 

1. 

Glossy, magazine-style 
annual guide describes 
how points add up 
to rewards. 

2 . 

Some mailings are 
aimed at the fashion- 
conscious, adventur- 
ous traveler. 

3 . 

Brochure packaged 
as a map describes 
points opportunities 
at 8,000 hotels. 

4 . 

Pamphlet gives over- 
view of the points 
program, including oppor- 
tunities and partners. 

5 . 

Mailing helps consum- 
ers understand points 
redemption. 


and customer service,” Andretta says. “We would prefer to 
deliver flawlessly on fewer items than do more in mediocrity. 
Partner quality is critical to us. They need to think like us.” 

GOING TO THE CUSTOMER 

So how do they know what they are doing is right? 

“It’s all in the research. We are heavy into focus groups,” 
Andretta says. “We also do things like look at where large 
clusters of our cardholders live and devise regional promo- 
tions with special appeal to them. We look at their spend- 
ing or lack of spending, and come up with promotions 
like double points for department store purchases in a 
given month.” 

A notable example is the American Express launch of 
Everyday Spend, designed to encourage customers to use 
their cards for everyday items. Consumers can collect dou- 
ble points for supermarket, drugstore, gas station and Post 
Office™ purchases plus wireless phone bill payments. The 
result: Card spending grew by 18 percent in the second 
quarter of 2005. 

American Express also bet that youthful urban dwell- 
ers would go for a card that would let them collect points, 
often double points, to spend on dining and entertainment. 
Focusing first on New Yorkers in the 25- to 35-year-old age 
group, American Express came up with the “IN:NYC” card, 
promoting it via New York City-area advertising aimed at 
its target market. The mix included direct mail, Internet 
channels, event sponsorships, and, by leveraging relation- 
ships with merchants and rewards partners, branded glasses, 
napkins and votive candles. 

Andretta says the secret is never stopping — growing the 
base, sending relevant and timely communications and keep- 
ing the customers. American Express reported second-quarter 
worldwide cards in force of 67.3 million, up by 4.8 million 
from last year. 

Andretta says the company’s single-digit attrition rates are 
among the lowest in the industry because: 

• More consumers question why they should make purchases 
with cash when they can use a card that rewards them. 

• Consumers view rewards as currency. Points are some- 
thing people want to acquire and save like cash in the 
bank so they can spend on what they really want. 

• American Express generally attracts consumers with 
better credit. 

• Consumer reward programs drive loyalty. That means 
increased spending and — ultimately — a healthier bot- 
tom line for the company. 
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“It’s all about flexibility and segmentation,” Andretta 
says. “What we have today is a far richer program than 
what we started out with 14 years ago, and that is clearly 
reflected in the health of our business. We went from offer- 
ing just miles redemptions to a whole potpourri of rewards. 
Success in rewards is important because these incentives 
benefit our bottom line, driving positive behavior in spend- 
ing per account and customer loyalty.” 

As for competitors, “Sure we’re being copied,” he shrugs, 
“but I’d call that the sincerest form of flattery. We just make 
it a point to keep on getting better.” 

One way to do that, Andretta says, is to use the company’s 
direct mail as a branding opportunity. American Express 
envelops and captures consumers through glossy brochures 
describing special point-acquiring options. 

Andretta says people notice and respond to thoughtful, 
nicely packaged communications that will stand out in a 
target’s stack of mail. American Express integrates such cam- 


paigns, which can only be implemented in the most practical 
way through direct mail, which is often supported by print 
ads, online promotions and radio/TV space. From there, 
direct mail migrates to tactical outreach, which includes bill- 
ing statement messages and its 100-page 2005 annual rewards 
catalogue — all aimed at triggering consumer action. 

This critical element of American Express’s media mix 
constitutes “a real solid percentage” of the company’s strate- 
gic and tactical communication channels. 

And what’s ahead? Well, more ventures like IN:NYC, for 
sure. A Chicago card is next. And, as American Express 
Chairman Ken Chenault recently told analysts, $3.4 trillion 
of U.S. spending still comes from cash and checks with less 
than 40 percent of total spending going to plastic. So, for 
this savvy marketer, it’s a ripe orchard. IHI 
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“Sure we’re being copied, but 
I’d call that the sincerest form 
of flattery. We just make it a 
point to keep on getting better.” 

Ralph Andretta, American Express senior vice 
> president and Membership Rewards general manager 
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QVC does the same marketing research and probing that 
most other companies do — we can slice and dice our 
customers into many different models. But we don't bom- 
bard customers with special offers or coupons to build 
loyalty — because it's easy for them to switch to the other 
guy's coupon. We focus on customer communication and 
satisfaction. For us, it's about building trust and developing 
long-term relationships. If QVC has earned a customer's 
trust, we believe they will buy — over and over again. 

Our customer communication is very tailored. A first-time 
customer receives a welcome package in the mail that in- 
cludes a specially designed Hallmark card. If a customer's 
first purchase was fashion, a second piece will talk to her in 
a fashion way — no offer, but we might include a card list- 
ing "The Top 10 Tips for Shopping QVC." At Thanksgiving, 
we mail greeting cards to thank some customers for their 
business. We'll also spend 37 cents to send a letter to tell 
customers that we owe them 22 cents on their account. 

It's all about their experience with QVC. We treat all 
7 million-plus active customers the same — whetherthey 
buy through television or the Internet, or whether they 
spend $2 or $2,000: We always try to give them more 
than they expect. We limit the amount and kind of upsel- 
ling we do to 15 percent of our entire customer base, and 
only offer products related to what our customer is buying. 

Customer care is built into our culture. In fact, we consider 
everyone from top management to call center employees 
"customer advocates." Everyone works to make judgments 
on how to satisfy a customer. That trust pays off in the long 
run with satisfied customers who keep coming back. In fact, 
when our customer surveys ask what QVC does best, cus- 
tomer service is always the answer. Ninety percent of the 
respondents rate QVC's customer service reps as excellent 
and 92% rate our order entry reps as excellent. 

We always want to do a better job of providing informa- 
tion. Our customers can opt in for information whenever 
they want, but we don't push it. Our very best customers 
don't ask us for anything. They know QVC, they know 
the system and they like what they see. El 
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